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Treat  a  partnership  that  own 
interests  in  another 
partnership  as  owning  its 
proportionate  share  of  the 
ordinary  income  assets 
directly.   A  similar  rule 
would  apply  to  interests  in 
trusts. 

Effective  date. --Distri- 
butions, sales,  or  exchanges 
after  March  31,  1984. 
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Amounts  received  by  a 
transferor  partner  in  exchange 
for  all  or  part  of  his 
partnership  interest  that  are 
attributable  to  his  interest 
in  ordinary  income  assets  of 
the  partnership  are  treated  as 
ordinary  income. 

If  ordinary  income  assets 
are  held  in  a  second 
partnership  in  which  the 
distributing  partnership  holds 
an  interest,  the  rules 
characterizing  income 
attributable  to  ordinary 
income  assets  may  be  avoided. 
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The  broker  reporting  rules 
would  be  amended  to  require 
brokers  to  provide  a  statement 
to  corporate  customers  of 
amounts  paid  In  lieu  of 
dividends  by  reason  of  short 
sales. 

Effective  date. — Jannarv  1. 
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Revenue  effect. — 
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A  broker  who  holds  stock 
in  street  name  for  a 
customer  may  lend  that  stock 
to  another  customer  for  use 
in  a  short  sale.   The 
short-seller  sells  the 
borrowed  stock  with  the 
expectation  that  the  price 
of  the  stock  will  decline 
and  expects  to  be  able  to 
purchase  stock  to  return  to 
the  lending  broker  at  a 
price  below  the  proceeds  of 
the  sale.   If  a  dividend  Is 
paid  on  the  borrowed  stock, 
the  short-seller  must  pay 
the  lender  an  amount  in  lieu 
of  the  dividend.   The  actual 
dividend  Is  received  by  the 
purchaser  in  the  short  sale. 
If  the  borrowed  stock 
belonged  to  a  corporate 
client  of  the  broker,  the 
corporation  is  not  entitled 
to  the  dividends  received 
deduction  on  the  amount  of 
the  payment  received  in  lieu 
of  the  dividend. 
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